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strengths and weaknesses. The basic conclusion is that, while the 
data collected in the survey are ideal in most respects for 
construction of alternative poverty measures, for bé6th needs and 
income the sample size is not large enough to support meaningful 
*analysis of breakdowns cross-classified by income, family size, 
geographic lccation, and Standard Metropolitan Statistical Areas of 
residence. Section 3 discusses the preliminary results of the survey 
in terms of changes in basic spending patterns for food that have 
occurred since the last survey. (Author/AM) ‘ 
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I am pleased to forward Technical Paper VIII, "The 1972-73: Consumer 
Expenditure Survey”. It contains supporting data for the report en- 
titled The Measure of Poverty which was prepared in compliance with 
section 623 of the Education Amendments of 1974. This.paper was 
produced with the assistance of Mathematica, Inc., based on ‘an out- 
line and published government material provided by the Poverty Stud- ~ 
ies Task Force. It does not present the views of the Task Force as 
a whole‘or of ‘individual members. -Rather, it provides a general de- 
scription of the Consumer Expenditure Survey with special attention 
to the applicability and reliability of the survey data for revis- * 
ing-or refining the current poverty measure. 
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~. “The Measure of Poverty." An important objective of the study 


PREFACE . 


Section 823 of the Education Amendments of 1974 (PL 93-380) 
\ requires a thorough study of the manner ‘in which the 
relative measure of poverty for use in the financial 

assistance program, authorized by Title I of the Elementary * 
| and Secondary Education Act of 1965, may be more:accurately - 
\ and currently developed. 


That financial assistance program is administered by the Commissioner 
of Education, through the Office of Education, Department of Health, 
Education, and Welfare. An important feature is the use of a formla. 
prescribed by Section 103 of the Elementary and Secondary Education 
Act for the annual distribution of Federal funds to school districts.’ 
A significant factor in the formula is the number of school-age 
children 5 to 17 in poor families within each school district: The 
measure of poverty which is used, and which is the subject of the 
study mandated by Section 823, is the Federal ‘government's official 
statistical definition ‘of poverty (also known as the Orshansky, OMB,- ‘ 

Census Bureau, or Social Security poverty lines). 


Other work related to poverty measurement has been called for 
in recent legislative acts. In the Comprehensive Employment and 
Training Act, the Secretary of Labor is dir d to develop and 
maittain comprehensive household budget data | different levels 

‘of living, including a “level of adequacy." Any such review of 

* the level of adequacy must necessarily be closely related to 
measures of poverty. The Housing and Community Devel t Act 
of 1974 gives the Secretary of HUD authority to adj the poverty 
measure to reflect local variations in the cost of living. The 
Conference Report accompanying it directs the Secretary to develop 
or obtain data with respect to the "extent of poverty” by metro- 
politan areas and to “submit such data to the Congress as pete of 
a March 31, 1977, report. 

Because of the broad scope of the sited matter, coverage of ‘ 
the study of the measure of poverty Yhandated by section 823 of the 
Education Amendments of 1974 was extended to include implications 
of the study findings for the poverty-related programs of all 
affected Federal departments and agencies. The Title I program of 
_the Elementary and Secondary Education Act was given the most de- 
tailed.treatment, to meet the legislatively-mandated specifications 

ges (rig Bacher as to serve as a primary example of applica- 

the concepts of poverty measurement to Federal drograms. 
The findings of the study are published in a report entitled, 


was full discussion and documentation of the major elements of 
currently applied and potentially usable poverty measures. 

Material cOntaining essential supporting decumentation for the 

study was assembled as technical papers. These have been written 

to stand alone as complete technical treatments of specific subjects. 
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The study was performed under the direct guidance of a Poverty 
Studies Task Force of the Subcommittee on copay of the Dis- 
advantaged and Minorities, Federal Inter-Agency Committee on Education. 
Technical papers were prepared at the request of, under the direction 
of, and-subject to review by the Task Force members. Some papers 

are primarily the work of one or two persons; these are attributed to 
their authors. Others result from the collective input of Task Force 
members or advisors and no specific attribution is given except to 

the Task Force, as.a whole. 


The following listings show members of the Poverty Studies Task 
Force by appropriate Federal departments and See and the titles 
and authors of the technical papers. 7 


This report contains Technical Paper VIII, The 1972~73 Consumer 
Expenditure Survey. It was produced with the assistance of Jill King, 
Mathematica, Inc. 
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TECHNICAL PAPER VIII 


THE 1972-73 CONSUMER EXPENDITURE SURVEY . 


| 

The consumer expenditure surveys conducted periodically by the 
Bureau of Labor Statistics provide the only comprehensive source of 
detailed information on the expenditure patterns and savings behavior 
of American consumers in relation to their income and other. character~ 
istics. Reference has been made either directly or indirectly to these 
data throughout this report: the Consumer Price Index, the BLS family 
budgets, determination of relative standards of need, equivalence 
scales, development.of a price index specific to the poor, examination 
of the purchasing habits of the poor. This technical paper describes 
the latest survey, conducted in the period 1972 to 1974.. Although 
the description is general, special attention is directed to the 
applicability and reliability of the survey data for revising or 
refining the current poverty measure. 


‘ 


This Paper has three parts. Section I cates the most recent 
survey, its sample design, questionnaire content, and general limitations. 
Much of this discussion draws heavily on material in an article published 

the Monthly Labor Review 1/ and a sp¢ech by Bureau of Labor Statistics 
(BRS) Commissioner Shishkin before the American Marketing Association, 
2/. supplemented by conversations with BLS staff. Section II briefly re- 
views the major uses of data provided by this survey. However, the discus-\ 
sion focuses on its usefulness for deriving measures of poverty, indicating 
Strengths and.weaknesses for this purpose. The basic conclusion is that, 
while the data collected in the survey are ideal in most respects for con- 
struction of alternative, poverty measures, for both needs and income the 
sample size is not large ‘enough to support meaningful analysis of break- 
downs cross-clagsified by income, family size, geographic location, and 
Standard Metropolitan Statistical Areas (SMSA) residence. Finally, in Sec- 
tion ITI, some preliminary results from the 1972-73 survey are discussed 
in the context of changes in basic spending patterns for food that have 
Occurred since the last survey. . ’ 


I. DESCRIPTION OF THE 1972-73 SURVEY 

“ The 1972~73 Consumer Expenditure Survey (CEX) is the latest in a series 
of periodic surveys of consumer expenditures, incomes, and changes in assets 
and liabilitids begun in 1888-91. 3/ It continues the bdsic purpose and con- 
tent of the earlier surveys, and differs only with respect to certain collec- 
tion techniques designed to improve the quality of the data. Although this 
description concentrates on the latest survey, major departures from past 
practices are noted at several points in the discussion. - é 


The Consumer Expepditure Survey provides detailed information on the ex-. 
penditure patterns and savings behavior for a nationally representative sam- 
ple of the noninstitutional population of the entire [nited States. Unlike 
previous surveys, it was conducted by the Bureau of the Census for the Bu- 
reau of Labor Statistics, (BLS). Interviewing extended over a 2-1/2 year 
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*, detailed information on about 60 to 70 percent of average family expenditures 


'* areas) were included in each year, and the remaining 1 186 PSU's were paired; | 


‘penditures for those aggregates and for the remaining items, a total of 30 to 
.content of each of these surveys is described in some detail after Raving 


.es of the households in those PSU's answering an extended questionnaire on 


. 9,914 and 10,158 interviews in each year, respectively. For the Diary Sur- 


period, from 1972 to 1974, to minimize the impact of unusua? economic condi- 
tions which might coincide with the suryey and affect the results.” The survey 
actually consisted of two separate/surveys, each with its own questionnaire 

and sample. These are referred to as the Diary Survey and the Quarterly Sur~. 
vey. The rationale behind this radical departure from previous methodology 
was that the recall of expenditures varied with the cost and: importance ‘of the 
item. Therefore, information on larger and more easily recalled expenditures 
was collected by periodic recall on the Quarterly Survey, and expenditures on | 
smaller, relatively inexpensive and more frequently, purchased items collected . 
daily recordkeeping in the Diary Survey. The Quarterly Survey, thus, obtained 


and aggregate information for about another 20 to 25 percente. Detailed ex- 
40 percent of»total expenditures, were obtained in the Diary Survey. The 


briefly reviewed their common sample design. At the conclusion of this sec~ 
tion some general problems with the CEX are. raised. . 


Sanfffle .Design . or 2 : 

The sample designs for the Quarterly Survey and the Diary Survey were 
virtually identical, although a different sample of addresses was selected 
for eath component survey. The samples are representative of the civilian 
noninstitutional population of the United States, covering all geographic 
areas and including urban and rural, farm and nonfarm households. 


The sampling procedure for each survey involved two stages. First, F 
216 primary sampling units (PSUs) 4/ were selected from the approximately’ 
3,000 which exhaust the area of the country; 54 were included on the basis 
of size and the remaining 162 were selected at random. Second, the address- 


the 1970 Census, a random 20 percent of the population, were stratified on 
the basis of tenure (owner or renter), size of the primary family income, 
and size of the primary family. 5/ The sample was then selected at random 
from these strata. The sampling rate for the entire population was about _ 
1 in 3,000. To split the sample addresses into two representative subsam- 
ples, one for each yeat of the survey, one-hatf of the addresses selected 
in each of; the 30 largest PSU's (those representing the major metropolitan 


into two groups, one for each yeas "2h =, : 


Following this procedure, a sample of 23, 000 addresses was ‘selected for 
the Quarterly Survey. Preliminary analysis indicates a response ‘rate of 88 
percent of eligible sample units in 1972 and 90 percent in 1973,. yielding 


vey a sample of. 27,000 addresses was selected. The response rate: was some- 
what lower in the first year, only 80, percent, resulting in 20,392 cn rane 
one-week diaries, and rose to 90 percent in the second year, yielding 23,355. 
one-week diaries. ; 
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The D Survey - ; , e 
The first year of the Diary Survey began in the Iast week of June 
1972 and continued through the third week of June 1973; the second year 
of the Diary Survey extended from the last week of June 1973 through 
the third week of June 1974. Interviewing was spread-evenly throughout 
the year to capture any seasonal variations in expenditures, except for 
‘doubling of the sample during the December holiday season in a concen~ 
trated effort to obtain more reliable information for increased spending | 
“at that time. 


* Each disap was requested to keep a detailed diary of purchases over 
two consecutive one-week periods. Although the primary purpose of. the 
Diary.Survey was to supplement the Quarterly Survey with detailed expendi- 
tures for small, frequently purchased items, respondents were requested to 
record all purchases to prevent any confusion about what items, should be 
included. The major expenditure components for which the Diary Survey was 
designed were food, beverages, household supplies, personal care products 
and services, and PANE BRRcESPEIey drugs. 

A specific diary form was left with each ebix for the purpose of 
recording expenditures. It was divided by day and by broad classification 
of goods and services. Within the’ broad categories, detailed subcategories 
were distinguished. For example, food and beverages was further subdivided © 
into dairy and bakery; meat, fish, and poultry; fruits and vegetables; 
and so on. Moreover, respondents were directed to specify such precise de- 
tails as the cut of meat, the kind of milk (whole, skim, Condensed, choco- 
late), the type of flour (white, whole-wheat, all-purpose, cake), and net 
weight or volume; whether milk was delivered; and whether the item wad fresh, 
frozen, canned, dried, or packaged. Meals Away From Home comprised a sep~ 
. arate broad category with its own specific requirements for detail, such 
as where purchased (restaurant, cafeteria; vending machine, etc.). Pinally, 
All Other Purchases were divided into various meaningful subcategories, 
‘such as cleaning and laundry supplies; household help, babysitters, etc.; 
personal e, drugs, and. medical supplies, for which specific directions 
were provided, such as whether drugs were prescribed. A sample page from 
the diary questionnaire is included as Figure 1 to- illustrate the instruc~ 
tions and the degree of detail of the items recorded. 


The coding of. these recorded items preserved most of the level of 
detail, although some items were combined into broader classes. For 
example, within beef entries, ground beef, chuck roast, rib roast, thuck’ 
steak, rib steak, sirloin steak, and T-tone steak were each distinguished 7 

. Separately; but the other steak category included such diverse cuts as 
filet mignon, salisbury steak, cube steak, and delmonico steak. Similarly, 
household cleaning equipment included 23 items, such as bottle brush, bowl 
cleaner, dish mop, vacuum bag, and dust pan. In all, more than 1, 750, 
different codes were developed to classify the expenditures for analysis, 
of which over 450 are just for the food at home purchases. Gifts to 
persons outside the consumer unit were identified,-as were the age and. 
sex of the unit member for: whom each clothing purchase was made. : 


"> es rte tng hha ser in treme 
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"+. SOURCE: Michael D. Carlson, “The 1972-73 Consumer Expenditure Surve ’ 
Ye Monthly Labor Review (Dedember 1974), p. 22. oe 


, : Figure 1. A Sample Page | 
% from the Diary Survey : 
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The interviewer also collected; from the diary respondents certain socio- 
al economic characteristics df the consumer unit.. Prior to leaving the first 
weekly diary with the respondent, the interviewer obtained information on 
family size, housing tenure (owner or renter), and the age, race, sex, educa- 
tion (for head and spouse only), and marital status of each unit member. At 
the end of the second week, the interviewer obtained, information on the work 
experience, occupation, and industry for each. unit member, and annual income 
r 
§ ftom detailed sources for.the unit as a whole. The time period referred to 
the 12 months preceding the interview, so that the year covered varied with 
P _the date of the interview. Income is the usual Census inclusive measure of 
‘ * regular cash income, and the eight detailed sources correspond to those dis- 
. tinguished in the Current Population Survey,.March income supplement; wages . 
or salary; net business income; net farm income; Social Security or railroad 
* retirement; estates, trusts, dividends, interest, and net rental income; tel- 
fare or other public assistance; unemployment compensation, workmen's compen— 
* gation, government employee pensions, veteran's payments; private pensions, 
alimony and child support, and regular contributions. In addition, the sec- 
ond year diary questionnaire included a set of questions which permitted the 
calculation of the bonus value of food stamps 6/ for participants in, aie 


program. 


The Quarterly Survey 


’ Each Quarterly Survey covéred a 15-month period, beginning in January 
of 1972 or 1973. Households in each yearly sample were interviewed at the. 
end of each quarter, for a total of five interviews, and one-third of 
Survey units were interviewed each month throughout the month. Followin 
the rationale of the overall design of the Consumer Expenditure Survey, the . 
x _ @xpenditures collected in the Quarterly Survey were further spread out by 
e likely period,of recall. “Prequently purchased or relatively inexpensive 
> , items such as clothing and utilities were collected each quarter. A six- 
- i ec recall period was used for relatively expensive items such as furni- 
e@ and small kitchen appliances. A‘12-month recall period was used for A 
major appliances, real estate, motor vehicles, and other items which are ex- ; 
‘© pensive or infrequently purchased.” 7/ In total, all expenses except, those eat 
for which the d questionnaire was designed were recorded. 8/ ‘These in- ~ : 
+ »Cluded detailed mation on out-of-town trips and vacations, taxes, home 
repairs, all types of insurance policies, clothing, professional op oma F 
. of doctors, dentists, etc., and charitable contributions. Im addition, oe 
ee ee in 


quarters two Sa five. . | y ; k 


isk ek che teen, the coding off the responses was extremely de- 

tailed. For example, in the clothing section items of apparel were narrowly 

defined, distinguishing dress shirts, sports shirts, work shirts, blouses or 

tops, and other shirts, ee ee eee 

for whom the clothing was purchased. Gifts to persons outside the consumer 

° unit were explicitly identified. "Data collected in:the house furnishings 
and home appliance sections included ‘codes for new or used purchases." a 

‘ Pinancing arrangements. and credit charges were recorded. 


“14 
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2° Savings behavior over the calendar year was derived by calculating the 

Hi net change in assets and liabilities on the basis of. reported balances for 

January 1 and December 31 and intra~year financial transactions. Reporting 

was by detailed asset and liability categories, including savings accounts, 

i checking accounts, real estate, securities, debts to finance companies, debts | 
to stores, and medical debts. ia 


Z At the first interview, detailed information was collected on the socio- 
economic characteristics of the consumer unit at the secand quarter's inter= . 
view — age, race, sex, education (for head and spouse), and marital status 
of each member, and an inventory of major durable goods such as. automobiles, 

stove, refrigerator, freezer, dishwasher, and sewing machine. Characteristics . 

of those durable goods were also recorded; for example, whether a car had 

air conditioning, whether it had standard or automatic transmission, and so 

on. An inventory of minor = hagi aa as blender, electric toothbrush, , 
+ and toaster / was also obtained. - ‘ 


. At the last interview, in addition to the asset and liability data 
a -* mentioned previously, the interviewer obtained information on the work experi- 
ence, occupation, and industry pertaining to calendar year 1972 or 1973 for 
"each person in the consumer unit 14 years old or over, and annual income for ~ 
1972 or 1973 by detailed source for each person. The sample was spread : 
‘ - equally over three months with one-third interviewed in January, one-third in ‘ 
* . February, and one-third in March. The March interviews coincided with the 
‘ filing of annual personal income tax returns and may have increased the accu- 
racy of this information. 


The sources of income were éven more detailed than those specified on 
the diary questionnaire. Most of the sources grouped there were broken out 
separately on the quarterly questionnaire, and greater detail was specified 
a in some cases. An attempt was made to include all cash réteipts over the 

calendar year, and specific questions were asked about tax refunds, lump-sum 
inheritances, sale of personal belongings, and cash insurance settlements. 

’ Thus, the concept of income is more comprehensive than that used on the 
Diary Survey: In addition, some information was obtained on in-kind income. 
A set of questions on food stamps was included in both years of the survey, 
permitting the calculation.of the bonus value of food stamps, and families 
were asked the Value of food grown at home, food provided through public 
or private programs, and free meals provided at work. ( 
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.. General Limitations of the Consumer Expenditure Survey . : ; a, 


Although the 1972-73 Consumer Expenditure Survey is clearly a very com- 
prehensive source of data on consumer expenditures, savings, and income, it 
ndt without certain limitations. Not least of these limitations is the fact 

that neither component survey exhausts the full set of expenditures. There- 
fore, a complete and consistent budget is not available directly from the 
data. It will be necessary to combine the results of the two surveys in order 
to develop the new expenditure weights for the Consumer Price Index.. Oppor- 
tunities exist for linking the two surveys, making use of the socioeconomic 
characteristics ®n each survey, the global food expenditures on the Quarterly 
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Figure 2. A Sample Page 
__ from the Quarterly Survey _ 
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Survey, and the overlapping items on the two surveys such as clothing and 
small ‘appliances. 10/ : 3 


Associated with any survey is the problem of response errors and 
sampling variability. It is still too early to ascertain the effects on the 
reliability of the results, as BLS is just beginning to analyze the responses 
and théir variances. . However, every effort was made in the field and in the 
coding. to obtain as accurate responses as possible. Respondents were encouraged 
to consult records; interviewers provided detailed instructions on completing — 
the diary and carefully reviewed each weekly diary; reminder checklists were 
‘provided with each diary; questions were carefully worded and timed. : 


Another potential problem with the results from the CEX is the coinci-- 
dence of the second-year Diary and Quarterly Surveys with a period of rapid 
changes in the price structure, as world crop failures and the energy crisis 
led to rapidly rising food and energy prices. 11/ Moreover, the oil embargo 
in the winter of 1973-74 resulted in rationed fuel oil and lengthy lines for 
gasoline at service stations. 12/ These events could have resulted in a 
“disequilibrium” market basket of commodities observed in the survey results, 
as households had not yet fully adjusted to the new price structure or 
could not purchase the desired amount of fuel oil or-gasoline at the.pre- 
vailing prices. However, it is still too soon to ascertain whether market 
conditions were severe enough to.have this impact or whether the 2 l/2-year- - 
survey period was long enough to insulate the survey results from their 
influence. : pe 


Some difficulties could be encountered in interpreting the results of 
the Diary Survey, as the annual income collected refers to different periods 
depending on the date of the interview. Thus, for the first-year Diary, the 
extremes of the income period ranged from (roughly) July 1, 1971-June 30, 
1972, to July 1, 1972-June 30, 1973. No adjustment is made for these 
different reporting periods in the published results. Moreover, incomes on 
the Diary Survey may be less accurately reported because of their more agqgre- 
gate nature and because the interview did not necessarily coincide with filing 
of the annual personal income tax returh. 13/ 


II. OSES OF THE 1972~73 CONSUMER EXPENDITURE SURVEY . 

The primary purpose for undertaking the 1972-73 Consumer Expenditure 
Survey was the revision of the expenditure weights for the Consumer ‘Price Index 
(CPI). This index, compiled by the BLS, is the only comprehensive monthly index 
of the rate of price increases. Each month the CPI indicates the change in 
prices of a given market basket of goods and services, priced in various retail 
outlets across the country. Although the index weights relate only to urban 
wage and clerical workers, it is frequently used as a general indicator of - 
inflation in the economy. The "market basket" currently used for computing 
the CPI is based on the expenditure patterns of urban wage and clerical 
workers revealed in the 1960-61 Survey of Consumer Expenditures. As a result ~ 
of shifts in buying patterns over the intervening period, because of the 
introduction of new products, quality changes in existing products, 
fashion changes, and shifts in the price structure, this market basket is’ 
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now outdated.’ 14/ ‘The 1972-73 CEX will indicate those items currently 
bought by Amer consumers and their importance in the budget (the ex- 
penditure weights) to permit the construction of a more relevant market 
basket for the CPI. The revised CPI based on this new market basket will 
first be published in April 1977. In addition, the weights for a CPI re- 
lating to all urban workers will be developed from that survey. ‘ 


A second important use of the new CEX will be the revision, by the 
Internal Revenue Service, of the standard table of sales tax allowance used 
by taxpayers when completing their personal income tax returns. Since the 
new CEX collected considerably more accurate information on the amount of 


_ SaleS’ tax paid than the previous survey,.by specifically isolating that 


amount for each purchase, the revised sales tax table should reflect more 
Merrie the. total sales tax paid by consumers in each income class. 


‘two other BLS uses of the earlier Cex, the family budgets and the 
equivalence scales, w undoubtedly be reestimated with the new CEX data 
and revised accordingly. The BLS family budgets estimate the coast of 
the cost'of achieving a lower, intermediate, and higher level of living 
for a typical urban -family of four and the cost of living for a retired 
couple. 15/ These budgets are based on standards of need for food and 
Housing and on the expenditure patterns revealed in the earlier survey. 

A technique known )as income-elasticity is used in develeping the 
budgets from the expenditure data. Within the scope of the family budgets 


program, BLS developed equivalence scales for adjusting the foiwr-person bud- - 


get for other family sizes and types. These adjustments were estimated on 
the basis of.their proportion of income spent on food by the various family 


~sizes and types and the assumption that families spending the same propor~ 


tion of incomie on food are equally well off (" equivalent” ). 


The data collected in the new CEX also cornell a wealth of erent 
for market researchers and other social researchers. Among the important 
issues which can be studied with the data is an assessment of the impact of 
various governffent policies, such as a gasoline tax. To analyze the distri+ 
butional impact of such a proposal, it is.necessary to know the amount spent 


‘on gasoline by families at different income levels. Such information is 
* available directly from the new’CEX, and will be mach more relevant for the 


current situation than the outdated results from the 1960-61 survey. 


Of primary concern for this study is the relevance and usefulness of 
the CEX data for developing,-or at least for analyzing, alternative mea- 
sures of . ,As discussed extensively in Chapter II of the report, the 
issues concern the development of-an absolute or relative measure of needs, 
including whether the-needs standard should be adjusted for regional, cli- 
matic, metropolitan, urban, , and rural differences and for family 
size and head of household differences. Additional conceptual issues relate 
to the appropriate measure of income, whether it should: include the value of 
various liquid assets and in-kind transfer benefits such as food stamps or 
exclude taxes, and over what time period it should be measured. Further, 
the question was raised as to whether the poverty me e@, once developed, 
should be updated with a price index relating specifi y to poor persons. 
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| In many’ respects; the 1972-73 Consumer Expenditure Survey seems an ideal - 

data source for an empirical examination of these issues. However, as ’ 
shown in the following discussion, that, use is virtually impossible because 
the sample is too small at the low-income level to permit reliable esti- 
mates for such a detailed analysis. 7 

As described Section I, the expenditure information collected and ; 

coded is detailed h to permit both a determination of the budget composi- 
tion by broad expenditure éategories, such as food, clothing, shelter, and 
transportation, and also the precise components of those categories, such as 
powlered milk, hamburger, tuna fish, steak, and caviar. However, the general 
problem of combining the results from the two component surveys into consistent 
expenditure patterns by ‘income class remains a limitation. 


On the income side, the CEX obtained information that would permit the 
construction of various coggepts of income, although the period of measurement 
is fixed at one year. ‘Included are certain food-related in-« benefits, 
work-related expenses, and changes in different kinds assets and 
(Liabilities. One serious drawback is that these sefinements are available 
y on the Quarterly Survey, except for food stamp bonus value on the second- 
Diary Survey. The food-related in-kind income would perhaps.be more 
on thé Diary Survey where these sources and amounts could be related 
the detailed food expenditures. However, BLS staff indicate that many 
Of these items, particularly the detailed assets and liabilities, may not 
Published ‘separately 16/ because these items ney not be reliable enough 

for the full sample. Data on detailed asset-liability changes, may be | 
ect to large response errors. . 


To perform the desired investigation of variations in the cost of 

fe at the poverty level would require a simultaneous stratification 

the sample by income class, family size, family type, geographic region, 
metropolitan-nonmetropolitan-rural location. Although the BLS staff are , 
j beginning to analyze the statistical relpability of the information ‘col- 
lected, it.is clear that the sample size of the 1972-73 Consumer Expenditure 
Survey, about 20,000 households for each component, is not large enough to 
support such a fine stratification. The problem stems from the fact that 

obtained from any sample are subject to°sampling variability; 
iwe., variation Fisica 2 from the fact that a sample, rather than the 
eritire population, was surveyed. Generally, estimates from a smaller . 
sample are subject to wider (relative) variability, 17/ with the result 
that those estimates are less likely to be representative of the values 
for the population. In other words, the estimates based on a smaller 
ace less reliable, statistically. 


Based on # rough guideline develoned by BLS for judging tHe statistical 
reliability of these expenditures estimates, it is possible to demonstrate the 
limits imposed on the analyses of systematic variation in the poverty thresh-: 

-old by the sample size of the CEX. For tabulation purposes, the BLS will 
flag data for tables containing fewer than 100 sample observations, fewer 
than 70 sample observations per table column, or fewer than 5 samples obser-_ 
vations for a table oe i.e., expenditure item. Detailed cross-tabulations 
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of data can exceed these requirements; the flagging procedure warns lsers 
‘that the variance around the (eSepERp Teeth may be large. 18/ For some 
infrequently occurring expenditures or acteristics, such as the de- 
tailed asset information, a larger number of observations will be required 
for each family classification to yield reliable results. 


Tabl presents counts of families from the first~year Diary sample o 
‘about 11, families for which crossclassification by family size and in- 
come class yields fewer than 70 observations. For all except two-person 
families, at least one income class falls below the minimum of 70 families 
When the second-year Diary results are available and pooled with the first- 
year Diary, thus roughly doubling the sample size, the count of families in 
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these cells will increase permitting more of these arrays to be used with 
confidence. Eleven family size-income class cells possibly remain too 
small. Purther stead fication by geographic region and location clearly 
would be impossible. Collapsing the income categories to a poor-nonpoor 
breakdown (based on the current measure of the poverty threshold) does not, 
\ completely solve the problem, but is a help. The first-year Diary sample 
contains only 1,534 poor families, and as shown in Table 2, there are too 
few families with six members. Pooling the two years of data, however, 
would likely provide enough cases for each family-size classification, but 
still would not warrant a further breakdown by geographic sia and/or 
: location fot each of those classifications. 


Without the detailed- analysis of the sampling variability of the expen- 

diture estimates (i.e., their standard errors) from the current CEX, it is 

‘ impossible to derive the actual sample size which would be required to permit 

- an analysis of expenditure patterns for the desired degree of stratification. 
Bowever, using the guideline of’a — of 70 famities for:each cross-classi- 
fication of families, it is possible develop very crudely a rough estimate 
of minimm required size. Stratification by nine geographic regions, three 
locations (metropolitan, nonmetropolitan urbari, and crural), six family sizes,: * 
and two family types (male or female head) would require a sample of (9x3x6x2) 
x70=22,, 680 poor families. This represents the barest minimm, since each- 
family surveyed would Have the precise combination of desired stratifying 

« Characteristics. In fact, a much larger sample will be required since it is 
usually not possible to draw a sample with such precision. It is impossible 
to stratify the sampling frame that finely. If such an analysis is desired 
‘for all families by income class, rather than just currently defined poor 
households, thé sample size would be,further increased by a factor at least . 
equal to the number of income’class; in other words, a sample well over a 
minimm of 200,000. It should be noted that the recently completed CEX and 
Diary surveys leave a Zample sizé of slightly over 20,000 families each, and 
cost in excess of a mangas” collect the data. , 
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III. PRELIMINARY RESULTS FROM THE 1972-73 CONSUMER EXPENDITURE SURVEY 


/ Although originally BLS had not scheduled any publication of the survey 
results until mid-1976 when the processing of all the data and the analysis of 
their statistical reliability had been completed, considerable public interest 
in this information prompted release of preliminary results in April 1975. 

These results were for selected expenditures on the first year Diary Survey. 

A subsequent release, in May of 1975 (one is also planned for release in 
September, 1975) provided further detail and cross-tabulation of these re- 
sults. On the basis of these preliminary results, it is possible to examine the 
pattern of expenditures for certain items by several of the characteristics of 
interest to this poverty study. ‘Two expenditure categories were selected, all 
food and all energy, excluding gasoline. Both categories may be broadly classi- 
fied as necessities 26/ and are, therefore, of interest in a study of poverty ~ 
standards. Food expenditures have traditionally been used in computing poverty 
‘Standards; energy expenditures in the home provide an indication of the magni- 
tude-of regional (climatic) variability in one expenditure component. It should 
be. kept in mind that these results reported for the 1972-73 CEX are preliminary, ° 
based solely on the first-year Diary Survey. Data from the two survey years 
would be more reliable and may show somewhat different results. 


; Broad comparisons are initially made with the food expenditure results 
of the earlier survey in 1960-61 in Table 3, but income incompatibility for the 
two surveys (in the [published results) makes a detailed comparison income 


Class difficult. 2 Table 3 displays the percent of money income fore taxes) . 


Spent on all food purchases (food at-home and food away from home) by family 
size for the 1960-61 Survey of Consumer Expenditures and for the 1972-73 Consumer 
Expenditure Survey. Overall, food purchases as a percent of income have fallen 
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Table 3.. food Expenditures as a Percentage of Incone \ 
by Pamily Size, for 1960-61 Survey of Consumer Expenditures 
and Pirst~Year Oiary of 1972-73 Conmumec Expenditure Survey” 


Labor, Bureau of Labor Statistics, press release 
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~ of Apeil 16, 1975. 
All energy except gasoline. 


from 20 percent to 17 percent over the period. 22/ In both surveys food expendi- 
tures as a percentage of income fall between one- and two-person families 23/ 
and then rise steadily as family size increases beyond two. The percentage of 
income spent on all energy, excluding gasoline, shown only for the 1972-73 re- 
sults, exhibits a much more stable relationship across family size. 


Since poverty status is not one of the limited number of characteristics 
included in these preliminary results, expenditure differences of poor and 
nonpoor families (using the current poverty definition) cannot be analyzed 
directly. It is possible, however, to study the expenditures of families with 
characteristics frequently associated with poverty. Table.4 compares the per- 
centage of income spent on food and on all energy except gasoline in 1972-73 by 
all families with elderly members, single-parent families with at least one 
child (primarily female-headed families), black families, and families ‘in 
which the head has an elementary school education or'only one to three years 
of high school. Each of these selected demographic groups that experience a 
higher incidence of poverty than the general population spends a larger per- 
centage of their income on these items than do all families: Many confounding 
factors, however, prevent strong conclusions about the expenditure oatterns * 
of these subgroups of the poor. “Blacks are geographically more concentrated in. 
the South where food and energy expenditures tend to be lower. Single-parent 
families tend to be larger and, therefore, to have higher expenditures. 

Elderly families, on the other hand, tend to be smaller, but their greater 
prevalence of home ownership may be causing their apparently disproportionately 
higher energy expenditures. The high food expenditures of the elderly may be 

a result of their greater use of convenience foods and their tendency to eat ‘i 


Table 4. Food Expenditures and Mmergy Expenditures as Percentage 
of Income, by Selected Oemographic Characteristics, 1972-73 


| Faglly Ciarscteriseies "fest tr lt 
ALL Families 17.48 3.58 
Elderly head (ase 63 or older) 21.6 6.2 
Single-parent families with at 26.1 5.6 
least one child 
Black head 20.2 4.0 
Head attained 1-¢ years of school pa 5.4 
Bead attained 1-3 years of high school 19.35 4.3 


SOURCE: U.S. Oepactmant of Labor Statistics, oress celease of May 1S, 1975, 
Taples 3, 8, 9, 10.. . 4 
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out more frequently. A closer approximation to poverty status is attained by 

a cross~classification by income and family size, described next. Subsequently, 
expenditures are examined by several locational characteristics of interest— 
geographic region, urbar-rucal: location, and inside-outside SMSA—each classified 
in turn with income . 


The bivaaiiiud by income class and by family size of food expenditures as 

~ a percentage of income is reported in Table 5 for the first-year Diary results 
of the 1972-73 CEX. This percentage falls steadily as income rises, from 
almost 50 percent for households with income under $3,000 to less than 10 per- 
Gent for households with income $25,000 over. As family size increases, a 
higher percentage of income is spent on food, and over each family size that 
percentage generally declines as ‘income rises. One problem with these results 
is immediately apparent: some low-income households are spending a very high _ 
proportion of their income on food, over 100’ percent in two cases. Two reasons 
can be offered for this apparently anomalous situation. First, low-income 
households may be consuming out of assets because their income has temporarily: 
or recently dropped to this low level. Second, the relatively high food expen- 
ditures are also undoubtedly a reflection of the recent rapid growth in the 
food stamp program. As a result, food purchases made possible by this transfer 
program are included in expenditures, but the bonus value of those food stamps 
is not included in income. To the extent that participating families spend a 
larger amount on food than they would have without the food stamps, this per- 
centage of income spent on food is not comparable to the results obtained from 
earlier surveys. 


Table 5. Food tures as a Percentage of Income 
by Pamily Size and Income, 1972-73 


All Families 16.7% 15.38 17.08 47.48 18.68 22.18 17,48 
Onder $3,000 38.4 3.5 73.8 96.2% 130.4" 108.2” 47.6 
3,000-3,999 21.7 33.8 40.3° 40.6° 45.4° Sl.0° 31.8. 
4,0004,999 5 / 16.1 27.3 . 30.2 18.4” 38.3° 41.4" 28.7 
$,000~5,999 / 16.8 20.4 23.1 30.3* 30.6” 4Q.1° 3.4 
6,000-6,999 | 12.6 20.3 3.1 29.0% @ 10.1° 37.9° 2.3" 
7,000-7,999 / 12.6 18.0 20.7 24.8 26.1° 32.9° 20.0 
poe ; ls 15.2 18.6 20.6 24.4 26.3 18.0 
10,000-11,999 / 12.0 3.3 17.0 18.6 22.5 22.2 “ 16.9! 
12,000-14,999 { $9.6. 12.0 14.5 16.5 17.7 2.3 15.9 
15,000-19,999 | 10.0* 10.2 12.4 14.5 3.1 1.5 13.3 
20,000-24, 999 ; §.1° 4.8 10.4 12.0 1.9 16.3 _U.8 . 
25,000+ / $.3* 6.0 8.2 $.2 9.3 e get 
a z 
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. similar regional pattern, which tends to strengthen ‘the regional differences 
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of the regions changes within some income classes.’ Within each region, the’ 


: The geographic variation in food e itures and energy expenditures, 
overall and by income class, is illustr in Table 6. Families in the West 
Spend the smallest percentage on all f items, 16 percent, followed by the 
North Central region and the South; 17 petcent. The Northeast stands apart 
with over 19 percent-of income spent on food. This regional pattern is not 
entirely corisistent across the income distribution, as the relative ranking 


percentage of income spent on food falls as income rises, but not always steadily. 
The energy expenditures, although a much smaller percentage of income, exhibit 


observed in food eerenditnces: families in the Northeast spend a larger per- © 
centage of their income ori energy in the home than families in the West, 4.0 
percent compared to 2.6 pércent. The regional ‘pattern continues generally 
across the income distribution, and the-percent generally falls as income rises. 
One problem with interpreting these results across income classes,.however, is . 
the inclusion of energy utilities in rent for some renters. Since the energy 
axpenditures are averaged across all families, the averages will be affected 

by proportion of families in each income class not paying for their energy 
utilities directly. . Families in the lower income classes are more likely. to 

be renters and, therefore, avefage energy expenditures are more likely to have 
this downward bias for the lower income classes. : 
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: Table 6. cd Ripecaitucn abe shatey tapendtins 
as Percentage of Income, toy Geccagtsias Region aol Zoecee, 1972-73 


All fgmilies 19.48 4.08 16.8% 3,89 17.38 3.58 16.19 2.68 17.48 3.58 


$3,000 $5.8, 17.3 42.0 14.9 47.5 12.5 * 46.0 10.0 47.6 13.7 
$3,000-3,999 36.9 6.3 29.7 8.3 32.6 7.0 28.1 $5.1 31.8 6.9 
4,000-4,999 26.5. 8.9 B.7 6.2 26.8 6.0 25.6 6.2 23.7 6.6 
$,000-5,999 22.01 4.6 24.7 6.3 3.9 = 8.0 2.1 #42 £34 5.2 
6,000-6,999 2.8 4.7 21.0. 5.7 2.9 4.3 3.70 «(3.9 “22.30 4390 
7,000-7,999 22.0) 3.4 20.0 5.6 20.4 3.3 18.0 892.9 20.0 43.8 
8,000-8,999 20. 4.4 16.2 4.2 17.1 (3.8 18.2 3.8 18.0 4.1 
10,000-11,999-. 18. € 4.2 16.5 4.0 15.9 3.0 17.300 2.7 16.9 3.5 
12,000-14,999 16.6 3.4 1$.2> 3.1 1.6 2.7 14.9 3.0 18.0 2.8 
1$,000-19,999 1¢.4 3.0 8.4, 2.5 12.9 2.3 122.3 #19. W.3 25s 
20,000-24,999 12.1" 2.3 12.2 2.2 =~ 10.0 2.0 A3.2 2.0 use 2.1 
a 9.9 1.4 6.2. 1.6 6.4 1.2 7.4 LL ~ 80-13 al 


SOURCE: Calculated from data in the Bureau of Labor ftatistics Report 448-1. Consumer 
saints ka: Diacy data 1972. 
y ALL energy expenditures except gasoline. 
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Table 7 shows the differences for urban and rural families and for metro- 
politan.and nonmetropolitan families by income class. On the average, rural ~ 
families spend a larger percentage of their income on food t urban families, 
although this result ir not true for all income classes. A similar result is 
observed for the inside-outside SMSA breakdown, with families living outside L 
of an SMSA spending a higher percentage on food. Rural families'and families 
living outside an SMSA also spend a higher percentage of their incotie on energy 
in the hane, undoubtedly a partial result of the greater prevalence of; single- 
family homes in those areds.. This differential is more consistent across tHe 


« dncome distribution and is wider at the low end of the distribution. . |: 


. 


} Sy ‘ i; 
Table 7. Food Expenditures and Energy Expenditures as Percentage of Income, \-) S- ' tw i 
by Orban-Rural Location and Income and by Inside-Qutside yes > a Be Bees 
SBA Location and Income, 1972-73 Yo : 
All families 17.48 3.58 17.18 (3.38 18.68 «94.78 © 17,18 © 3.28 16.08 4.0 
; ms 
Ondec $3,000 47.6 13.7 46.2 11.8 $2.2 20.2% 4825 12.0 46.1 16.2 
$3,000-3,999 32.8 6.9 32.0 6.0 31.2 9.9 4.6. 6.4 27.4 7.6 
4,000-4,999 25.7 6.6 26.2 6.8 23.5 5.9 27.0 6.9 23.4 6.2 
$,000-5,999 23.4 $.2 3.8) 0 $1 2.0 5.6 24.6 4.9 21.4 5.7 
6,000-6,999 22.3 4.9 21.8 4.4 24.3 6.7 22.2 4.8 22.4 5.2 
7,000-7,999 20.0 3.8 20.0 3:6 20.2 4.6 20.0 3.4 20.0 4.6 
@,000-9,999 18.0 4.1 18.1 0 4.0 17.20 (4.2 18.5 4.0 16.8 4.3 
10,000-11,999 16.9. 3.5 17.0. 3.4. 16,2 4.3 17.200 (3.3 16,2 4.1 
, 12,000-14,999 15.0 2.8 15.0 2.8 14.8 3.0 S.1 , 2.8 14.5° 3.0 
1$,000-19,999 13.3 2.5 13.4 2.4 12.4 2.8 13.58 2.3 12.6 3.0 
20,000-24,999 11.8 2.1 12.0 / 2.3 10.2 1.2 12.0 2.3 10.6 1.5. . 
25, 000+. 8.0 861.3 81° 1.3 6.5* .1.2* 8.1 1.3 7.8” ~ 1.3° | ‘i 


SOURCE: | Calculated from in the Bureau of Labor Statistics Repbet 448-1. Consumer Ex-: 4 
‘ penditure Survey des: Diary data 1972. : 
- . ¥ ¢ : 


¢ 


‘ 5 2 ba ‘ . if 
The breakdown. by geographic region and inside-outside SMSA is shown in. 


Table 8 for percentage of income spent on food and on energy in the home. The 


national result. that families living outside an SMSA spend a higher percentage 


- _ Of income on food is not evident in the Northeast and North Central regions. 


Tn all regions families living outside an SMSA spend a higher percentage of 

income on energy than families living inside’ an SMSA. Further integpretation _ 

of these’ results is complicated by the inability to control simultaneously for 
a aw 


income in each‘of these areas... ‘ 


. 
' 
‘ 
‘ 
’ 
‘ 
4 
‘ 
’ 
e 
' 
. 
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Table §. food Expenditures and 
by Inside-Outside 


thecgy 
SGA Location 
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l. Michael D. Carlson, “The 1972=73 Consumer. Expenditure Survey," thly 
Labor Review (December 1974), pp. 16-23. 


2. Bureau of Labor Statistics news release of April 16, 1975. 
- 3. Other national surveys were conducted in 1901, 1917-19, 1933-36, 1941- 
42, 1950, and 1960-61. See Carlson, p. 20, for a more detailed discussion of. — 
the history of these surveys. 


4. A PSU is an SMSA, a county, or a group of counties. 


. Primary family refers to the basic family unit living in the dwelling 
whose head is also the head of the household. 


6. The value of the food stamps minus the amount paid for them by the 


Og te 


t 


8. ALL expenses but those for trips vere actually recorded on the diary 
questionnaire. 


9. Carlson, p, 18. . ae 


10. Although the diary questionnaire asked respondents to record all ) 
expenditures, many are not usable as control totals in a linking of the two 
surveys because the time period was not indicated, for example, rent, utility 
bills, and insurance payments. 


ll. Pood sili (resttianadl bay SN pacar bnubaseate REM mcd ONL 4S cease 
between 1971 and 1972, but 16.5 percent between 1972 and 1973 and 14.4 percent 
between 1973 and 1974. 


12. The effects of the oil embargo, declared in mid-October 1973, were felt 
in the limited States by December 1973, and in January, February, and March of 
1974 ee oa ten te ae 
schemes for gasoline and lengthy lines at gas pumps. See John FP. Early, "Effect 
of the Energy Crisis on Employment," Monthly Labor’ Review (August. 1974), Ps i. 


413. Ze nay bo gemaiiste’ Wo tick vhe tideecuntist reporting accuracy of 
incomes with the global gstimate of annual income obtained in the second quar- 
tecly interview of the Quarterly Survey. . ye 


* la Some limited attempt has been made BLS to introduce new products 
and phase out obsolete commodities, but it has not been possible to revise 
the expenditure weights. 


28 


Pe 


= 15. ee ent Cre ear ene een Nee een | 
budgets .. ; ; 


16. Overall annual net change in assets and liabilities will be published. 


,17. That is, relative to the estimate. The measure of this sampling vari-. 
ability is the standard error; the true mean lies in the interval of + one stand- 
ard deviation around the estimated mean with 68 percent confidence, and within 

- + two standard deviations with 95 percent confidence. A further determinant 
4 Of the sampling variability relates to the frequency of occurrence and the vari- 
ability in the characteristic being studied. 


18. Expenditure estimates based on so few observations would be usable but 
not very meaningful: their standard errors are about one-half of the estimate 
of the mean, thus producing an extremely wide confidence interval at the 95 
percent level. . . 


“+ . 19, Prekiminary results of this release were made available to the Poverty 
. Committee. The release was published in November 1975 as BLS Report 448-1, 


20. Although obviously not all expenditures falling in these categories 
are necessarily a “necessity,” e.g., potato chips, soft drinks, electricity 
used for air conditioning. * ~ 


21. The reported income classes for the 1960-61 survey results are for 
money income after taxes in 1959-60; the reported income classes for the 
1972-73 survey results are for, money income before taxes in 1971-72. 


22. Note that because of the growth in the food stamp program, these per- 
ceritages are not entirely comparable. This point is discussed further below. 


23. One reason is that unrelated individuals eat out more frequently. The 
percentage of income spent on food at home rises steadily from one-person families. 


4 To obtain copies of the report; The Measure of Poverty, 
, ; or additional copies of this or any of the other 
tances . Technical Papers, please write to: 
| 


Otfice of the Assistant Secretary for Planning and Evaluation 
,. Department of Health, Education, and Welfare 
- 200 independence Avenue, S. W. 
Room 4430, South Portai Building 
Washington, D. C. 20201 
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